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VR OVWEN MACBRI DE
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APPEARANCES: (Cont " d)

M5. LINDA M BUELL

MR STEVE NMATRI SCH

527 East Capitol Avenue
Springfield, Illinois 62701

(Appearing on behalf of the Staff of the
[1linois Comerce Conmm Sssion)
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PROCEEDI NGS

JUDGE SHOMI S:  Pursuant to the authority
vested in me by the Comm ssion, | now call for
heari ng Docket 00-0714 which is a proceedi ng by the
Conmmi ssion on its own notion versus |llinois Power
Conpany that concerns the reconciliation of
revenues col |l ected under gas adjustnent charges
with actual costs prudently incurred. This docket
concerns the PGA reconciliation for cal endar year
2000.

WIl the parties please enter their
appear ances for the record.

MR MACBRIDE: On behalf of Illinois Power
Conpany, Ownen MacBride, 6600 Sears Tower, Chicago
Il'linois 60606, and Randall Pal ner, 500 South 27th
Street, Decatur, Illinois 62525.

M5. BUELL: Appearing on behal f of Staff
witnesses of the Illinois Comrerce Conmi ssion
Linda M Buell and Steven Matrisch, 527 East
Capitol, Springfield, Illinois 62701

JUDGE SHOWI S:  Testinony has been prefiled in

this proceeding by Illinois Power and Conm ssion
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Staff. It's ny understanding that the only witness
that woul d not be available for any
cross-examnation today is M. (gle. Is that
correct?

MR MACBRI DE: Correct.

JUDGE SHOMIS: And he will be testifying on
Tuesday starting at 1:30.

MR MACBRIDE: That is correct.

JUDGE SHOWMIS: [I'd like to -- before we go
forward with presentation of testinony, 1'd like to
bring up one matter.

I have sone concerns over the anmount of
material, nunbers, etc., that at |east insofar as
what has been filed, prefiled, is being treated as
proprietary. | would like to be able to present an
order to the Commission in this proceeding that
woul d be a public version and not have to have a
separate proprietary version. There nmay be sone
material or nunbers that would have to be treated
as proprietary.

For example, the reconciliation

presented by Staff w tness Jones is conpletely
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bl ank and there's no nunbers on there. | think --
| don't see why any of that should be proprietary
as to the anbunt of Staff's adjustments, so | don't
know how we want to deal with this. W could take
it up as each witness takes the stand, but | think
there's far too nuch material here that's treated
as proprietary, and maybe it was done initially
hopefully with the expectation that sonme of thi s
coul d be made public.

MR. MACBRIDE: Well, you'll notice, since the
Adm ni strative Law Judge actually raised this with
me prior to the filing of the surrebuttal, in the
Conpany's surrebuttal nothing was designated as
proprietary or highly confidential, and that
i ncl uded sone nunbers that had been so designated
in the rebuttal testinony, so we did attenpt to cut
back on that, on the designations of proprietary
and confidential information

I guess |I'd al so observe that the Staff

was very careful, and we appreciate that, in their
desi gnhations on their testinmony to designate a fair

amount of information as confidential. | think



10

11

12

13

14

15

16

17

18

19

20

21

22

16

fromthe Conmpany's point of view, the Staff has
probably designated nore than we would find
necessary in our view So, again, we appreciate
their care and caution on that and, you know, their
appreci ati on of the confidential nature of some of
the information, but | nmean | think | do agree that
some of the information that has been designhated at
this point as confidential in the Staff testinony
doesn't need to be in the final analysis here.

JUDGE SHOWMI S: Ckay. Let's just go off the
record.

(Whereupon at this point in
the proceedi ngs an

of f -the-record di scussion
transpired.)

JUDGE SHOWI S: Ckay. Those who are going to
testify today that are here in the hearing room
woul d you pl ease stand and rai se your right hands.

(Wher eupon three w tnesses
were sworn by Judge
Showti s.)

JUDGE SHOWMI S: Staff may call its first
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Wi t ness.
MR MATRISCH  Staff calls Burnma Jones.
BURVA C. JONES
called as a witness on behalf of the Staff of the
[1'linois Commerce Commi ssion, having been first
duly sworn, was examned and testified as foll ows:
DI RECT EXAM NATI ON
BY MR MATRI SCH:
Q Wul d you state your nane for the

record, please?

THE W TNESS:
A Burma C. Jones.
Q Whul d you spell your nanme for the

record, please?

A My first name is B-U-RMA C. Jones,
J-ONE-S.

Q VWho are you enpl oyed by?

A I'"'menployed by the Illinois Conmerce

Commi ssi on.

Q And what is your business address?
A 527 East Capitol Avenue, Springfield,
[1linois 62701.
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Q VWhat is your position with the Illinois
Commer ce Conmi ssi on?

A I'"'man accountant in the Accounting
Departnment of the Financial Analysis Division

Q Did you prepare witten exhibits and
schedul es for submittal in this proceedi ng?

A Yes, | did.

Q You have before you a docunent that's
been previously marked for identification as |ICC
Staff Exhibit 1.0 consi sting of seven typewitten
pages and including Schedules 1.0 and 2.0 and is
titled Direct Testinony of Burma C. Jones. Did you
prepare that document for presentation in this
case?

A Yes, | did.

Q You al so have before you a docunent that
has been previously marked for identification as
ICC Staff Exhibit 3.0 consisting of three
typewitten pages and including Schedules 1.0 and
2.0 and is titled Rebuttal Testinony of Burma C.
Jones. Did you also prepare that docunent for

presentation in this matter?
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A Yes, | did.

Q Do you have any additions or corrections
to make to either 1CC Staff Exhibit 1.0 or 3.07?

A No, | do not.

Q Is the information that is contained in
ICC Staff Exhibit 1.0 and 3.0 true and correct to
the best of your know edge?

A Yes, it is.

Q And if you were asked the sane questions
and asked for the same information as set forth in
ICC Staff Exhibit 1.0 and 3.0 today, would your
responses be the sanme?

A Yes, they woul d.

MR MATRISCH At this tine, Your Honor, |
woul d nove for admi ssion into evidence | CC Staff
Exhibit 1.0 with correspondi ng schedul es and St af f
Exhibit 3.0 with the respective schedul es.

JUDGE SHOWI S:  Any objections, M. MacBride?

MR MACBRIDE: No, sir.

MR MATRISCH Ms. Jones is available for
Cross-exam nation, Your Honor.

JUDGE SHOMI S: Staff Exhibits 1.0 and 3.0 are
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admtted.
(Whereupon Staff Exhibits
1.0 and 3.0 were received
into evidence.)

And just so the record is clear, the
cover page refers to those exhibits as the
unredacted direct and rebuttal testinonies of
Ms. Jones. During an off -the-record discussion,
counsel for Illinois Power agreed that all of the
i nformation provided in those exhibits will be
treated as public. There previously was a redacted
version, so there will only be one version of this
testi nmony.

M. MacBride, do you have any questions?

MR. MACBRIDE: Yes, | have a few. Thank you.
CRCSS EXAM NATI ON
BY MR MACBRI DE
Q Ms. Jones, |I'd like you to |look at Staff
Exhibit 3.0, Schedule 2.0, please. On this
schedul e you have shown the proposed all ocation of
the Staff adjustment, which is presented by

M. Lounsberry, anong | |linois Power R der A R der
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B demand, and Rider B commodity. |s that correct?
A Yes.
Q VWhat | would like you to do basically

is, if you would, go line by line through this
exhibit with the specific adjustnents that have
been proposed by M. Lounsberry and explain for the
record if the Adm nistrative Law Judge or the

Conmi ssi on determ ned that there should be an
adjustment for each of these itens but in an anount
| ess than what has been recomrended by

M. Lounsberry, how the reduced | evel of adjustnent
inrelation to your colum C would then be

al | ocated anong colums D, E, and F.

A Ckay. |If any of the adjustments in
colum C were to change, the new anmount would fl ow
to Rider A and Rider B in the sanme proportion as
the respective adjustnent on lines 1 through 7 of
this schedule. Then the resulting new total
adjustmment for the individual rider on line 8 of
this schedule would carry forward to line 6, colum
D, of the appropriate page of Staff Exhibit 3,

Schedul e 1.
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MR. MACBRI DE: Thank you. That's all the
guestions we have.

JUDGE SHOMIS: | may need sone clarification
fromthat answer.

EXAM NATI ON

BY JUDGE SHOWMI S:

Q Let's just take one of those lines as an
exanpl e, and perhaps to make it sinple, let's go
down to line 6. The Dynegy city gate contract
there's an adjustnment of $1,000. $932 is allocated
to Rider A and 68 to Rider B, so it |ooks Iike 93.2
percent of that adjustnment was allocated to Rider A
and 6.8 percent to Rider B. Now if that
adj ustnent, for exanple, was $500, just so |
understand this, how would that be all ocated?

A In the sane proportion.

Q And woul d that be true then for each of
the lines?

A Yes, it woul d.

Q So what the Adm nistrative Law Judge or
the Conmi ssion would have to do is just take the

percentage allocations for Rider A R der B demand,
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and Rider B commodity, if applicable, that are on
Staff Exhibit 3.0, Schedule 2.0, and multiply those
percent ages by the adjustments that the Conm ssion
determ ned to be appropriate and then spread those
same percentages anong Rider A R der B denmand, and
Ri der B commodity?

A Yes, that is correct.

JUDGE SHOWI S:  Ckay. Thank you. That's all
I had.

And, M. MacBride, just so the record is
cl ear, does the Company agree that that would be
appropri at e?

MR MACBRI DE:  Yes.
JUDGE SHOWMI S:  Ckay.
You can step down.
MR MATRISCH:  No redirect, Your Honor.
(Wtness excused.)
(Whereupon | CC Staff
Exhibits 1.0 and 3.0 were
mar ked for identification.)
JUDGE SHOWMI S:  Staff may call its next

W t ness.
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M5. BUELL: Your

Honor, Staff calls Eric

Lounsberry to the stand.

MR MACBRIDE: Of the record.

JUDGE SHOWI S:
Why doesn’
M. Lounsberry identi

know, what he's offer

(Whereupon at this

the proceedi ngs an

poi nt

24

in

of f -the-record di scussi on

transpired.)

Let's go back on the record.

t Staff counsel just have

fy by exhibit nunber,

you

ing, and then | can just

briefly indicate what transpired during the

of f -the-record exam nation of his testinony and

exhi bi ts.

V5. BUELL: Fine.

JUDCGE SHOWTI S:

And then he can nake the

corrections after that.

You can take the stand.

MR MACBRIDE: Can we take a two-m nute break?

JUDCGE SHOWTI S:

That's fine.
(Wher eupon a short

was taken.)

recess
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JUDGE SHOWMI S: Let's go back on the record.
ERI C LOUNSBERRY
called as a witness on behalf of the Staff of the
[1'linois Commerce Commi ssion, having been first
duly sworn, was examned and testified as foll ows:
DI RECT EXAM NATI ON

BY MS. BUELL:

Q Good nor ni ng.

THE W TNESS:

A Good nor ni ng.

Q Pl ease state and spell your full nane
for the record.

A My name is Eric Lounsberry, E-R-1-C
L-OUNSBERRY.

Q M. Lounsberry, who is your enployer and
what is your business address?

A " menployed by the Illinois Conmerce
Conmi ssion. M business address is 527 East
Capi tol Avenue, Springfield, Illinois 62701.

Q And what is your position at the
[1'linois Conmerce Conmi ssion?

A I amthe Gas Section Supervisor of the
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Engi neeri ng Departnent of the Energy Division

Q D d you prepare witten exhibits and
schedul es for submttal in this proceedi ng?

A Yes, | did.

Q You have before you a docunment which has
been marked for identification as ICC Staff Exhibit
2.0 Unredacted which consists of 29 typewitten
pages and Schedules 1 through 4 and is titled
Direct Testinony of Eric Lounsberry. You al so have
bef ore you a docunent which has been marked for
identification as I1CC Staff Exhibit 2.0 Redacted
whi ch consists of three schedules and is titled
Direct Testinony of Eric Lounsberry. D d you

prepare those docunents for presentation in this

matter?
A Yes.
Q You al so have before you a docunent

whi ch has been narked for identi fication as |ICC
Staff Exhibit 4.0 Unredacted which consists of 26
typewitten pages and Schedules 1 through 12 and is
titled Rebuttal Testinony of Eric Lounsberry. In

addi tion, you have before you a docunment which has
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been marked for identification as ICC Staff Exhibit
4.0 Redacted which consists of one schedule, 12.0.
D d you prepare these docunents for presentation in
this matter?

A Yes.

Q M. Lounsberry, do you have any
additions or corrections to nmake to I CC Staff

Exhibits 2.0 or 4.0 Redacted and Unredact ed?

A Yes.
Q VWhat are those corrections?
A If you would turn to the unredacted

rebuttal testinony, Schedule 3. The line that's
entitled Discount Factor, | discovered | had used
the wong divisor in calculating the discount rate
for that, for this schedule. That resul ts in every
nunber in that row excludi ng the nunber one
changi ng.

JUDGE SHOMIS: [I'msorry. What was the
nunber of that exhibit again?

THE W TNESS: Schedul e 3.

JUDGE SHOWMI S:  Ckay.

THE WTNESS: It's a three-page schedul e
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JUDGE SHOWIS: Right. Okay.

M5. BUELL: We're on the discount factor I|ine.
W' re going to change every nunber across.

JUDGE SHOWT S:  Ckay.

THE WTNESS: Do you want nme to read the
correct numbers into the record?

M5. BUELL: O do you want us to nake those
corrections when we refile the testinony?

JUDGE SHOMIS: How many -- so there's ten
nunbers | believe on --

THE WTNESS: There would be 60 nunbers total
that woul d change on that schedul e.

JUDGE SHOMIS: | don't think you have to read
themin at this point.

THE WTNESS: GCkay. It's an immteria
change. | think the total adjustment difference
woul d be 13, 500.

JUDGE SHOMI S: Wiy don't you just state -- is
that on -- okay. What was the total effect of that
change again? 13, 000?

THE WTNESS: The net present val ue nunber

shown on the first page of Schedule 3 in the |ower
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| eft -hand colum originally was 4,506,472. The new
nunber woul d be 4, 493, 306.

JUDGE SHOW S:  Ckay.

THE WTNESS: That change al so requires
Schedul e 2 to change. The third nunber on that --
or the second nunmber on that schedul e where it says
during their plant upgrade, Schedule 3.0, would
then change to 4,493,306, and the difference would
be change to 6,496, 272

JUDGE SHOWMI S:  Ckay.

THE W TNESS: Changi ng that schedul e causes
the narrative testinmony on line 103 to change to
that. Instead of the 6,483,000 nunber, it would
now be 6, 496, 000.

JUDGE SHOWMI S:  Ckay.

THE WTNESS: So a total difference of 13, 000.

MS. BUELL:

Q M. Lounsberry, do you have any further
additions or corrections to nmake to your testinony?

A No.

Q And you will provide copies of your

corrected testimony to the Court Reporter at sone
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time in the future. |Is that correct?
A Yes.
Q M. Lounsberry, is the information

contained in ICC Staff Exhibits 2.0 and 4.0
Redact ed and Unredacted true and correct to the
best of your knowl edge?

A Yes.

Q And if | were to ask you the sane
guestions today and for the same information set
forth in ICC Staff Exhibits 2.0 and 4.0 Redacted
and Unredacted, would your answers be the sane
t oday?

A Yes.

M5. BUELL: Judge Showtis, | nove for
adm ssion into evidence ICC Staff Exhibits 2.0 and
4.0 Redacted and Unredacted, including their
respective schedul es.

JUDGE SHOWMI S:  Any obj ection?

MR MACBRI DE:  No.

JUDGE SHOWMI S: ICC Staff Exhibits 2.0 and 4.0
Redact ed and Unredacted are admtted i nto evidence.

(Whereupon | CC Staff



10

11

12

13

14

15

16

17

18

19

20

21

22

31

Exhi bits 2.0 Redacted and
Unr edacted and Exhibits 4.0
Redact ed and Unredacted were
recei ved into evidence.)

And just so the record is clear, the
three schedul es that were part of M. Lounsberry's
direct testimony that will have redacted and
unr edact ed versions are Schedules 2.0, 3.0, and
4.0.

M5. BUELL: That is correct.

JUDGE SHOMIS: And then with regard to his
rebuttal, the only schedule that will have two
versions, both redacted and unredacted, wll be
Schedul e 12. 0.

M5. BUELL: That is correct as well.

JUDGE SHOMIS: And all of his direct and
rebuttal testinmony will be in one version. It's
all available to the public.

THE WTNESS: Yes.

JUDGE SHOWMI S:  Ckay.

You may cross-exam ne, M. MacBri de.

MR. MACBRI DE: Thank you.
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JUDGE SHOMIS: Did | admt those exhibits?
MR MATRI SCH  Yes.
JUDGE SHOMIS: Ckay. I'mgetting old and
feeble, so.
Ckay. You nmmy cross -exam ne.
CRCSS EXAM NATI ON
BY MR MACBRI DE

Q M. Lounsberry, with respect to the

32

retirement of the Freeburg propane plant, you have

recommended a gas cost disall owance of $1, 273, 000.

Correct?
A That's correct.
Q And woul d you refer to your direct

testinmony at page 7, please?

A I"mthere.

Q You' ve indicated on lines 121 through
126 that you took the $1,273,000 figure from
[Ilinois Power's response to Staff Data Request
ENG-2.122. |Is that correct?

A Yes.

Q Do you have a copy of that response with

you?
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A Yes, | do.
Q Wul d you agree -- let ne back up.

You personally prepared this data

request. Correct? | mean the question

A | prepared the question, yes.

Q Ckay. And is it correct that the
guestion you asked stated -- well, let me ask you

to read for the record what the question was that
you asked in this data request.

A Ch, | thought you were going to read it.
["msorry. "Referring to the Conpany's responses
to Staff Data Request ENG-2.99, what was the peak
day capacity of the retired propane plant? Provide
the annual fixed cost to reserve the sane anount of
supply capacity to serve IP's system The annua
cost shoul d include transportation costs and any
likely supply reservation costs. Al so provide an
estimate for the cost of a swing city gate purchase
of the same capacity."

Q And based on the response fromlllinois
Power, did you understand that the figure of

$1, 273, 000 was the annual fixed cost to reserve
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20, 000 MVBTU per day of firmtransportation

capacity?
A Yes.
Q Referring to your direct testinony at

page 9, lines 152 to 156, you indicate there that
in calculating the disallowance you recomrend t hat
you assuned | P purchased a transportati on contract

of a like anbunt to replace the propane plant's

capacity. Is that correct?
A That is my testinony.
Q Referring you to page 4 of your direct

testinmony, at lines 79 through 86, in that portion
of your testinmony you refer to a process or you
describe a process of mxing propane with air for
injection into a utility's natural gas system |Is
that correct?

A That is correct.

Q Is it your understanding that the
Freeburg propane plant was not a propane air plant?

A That correction | think was made in
M. Starbody's testimony, and | agree with that.

Q Referring to page 6 of your direct
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testinmony, at lines 103 and 104 you indicate that

| P mai nt ai ned about three days' supply of propane

at its facility. 1s that correct?
A That's correct.
Q And is it your understanding that three

days' supply would be about 80,000 gall ons of
propane for that particular plant?

A No.

Q What is your understanding as to what a
three-day supply woul d be?

A I think you mssed the zero. It's
800, 000 gal lons | beli eve.

Q Thank you

Referring now to your rebutta

testinmony, Staff Exhibit 4, at page 4 in question
nunber 10 the question that you are asked is why do
you believe that I P has not supported the |evel of
capi tal expenditure needed to upgrade the Freeburg
facility as a reason to retire the Freeburg propane
plant. Did | read that correctly?

A That's ny question 10.

Q Then in your answer -- is it fair to say
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that in your answer to question 10 you di scussed
the fact that Illinois Power did not conduct a PVRR
analysis to conpare the alternative of making the
capi tal expenditure and continuing to operate the

pl ant versus the alternative of closing the plant

and buyi ng repl acement transportation capacity?

A That's correct.
Q Ckay. You are not -- you have not
disputed Illinois Power's estimate that $1.873

mllion of capital expenditures were needed at the
Freeburg facility, have you?

A | did not dispute that nunber.

Q Is it your position that the results of
a PVRR anal ysis shoul d have been the only thing
considered in determning whether to retire or to
continue to operate the plant?

A Could I have that read back, please?
(Wher eupon the requested
portion of the record was
read back by the Court
Reporter.)

A A PVRR should be an integral part of the



10

11

12

13

14

15

16

17

18

19

20

21

22

37

deci si on-maki ng process, but it would not
necessarily be the only thing for the process.

Q So would it be fair to say that you
woul d not recommend making the decision to retire
or to continue to operate solely on the basis of
the results of a PVRR anal ysis?

A It should be integral within the
decision -- well, let me clarify it. |If you have a
PVRR that shows it is nore expensive to replace it
with a supply contract, you should have sone very
good reasons why you shoul d di scount or exclude the
PVRR fromthe deci sion-naking process.

Q On page 7 of your rebuttal testinony on
line 140 to 141 you indicate that the nearest

residential devel opment to the Freeburg facility is

over four mles away. 1Is that correct?
A That's correct.
Q However, the village of Freeburg itself

is approximately two and a half mles away,
correct?
A That is correct.

Q The residential devel opment that you're
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referring to on lines 140 and 141 is | ocated west

of the Freeburg plant site. Correct?

A That is correct.

Q And the village of Freeburg is |ocated
north of the plant site on Illinois H ghway 13.
Correct?

A Yes.

Q Do you know what the Comm ssi on - approved

depreciation rate for the plant and equi pnent at
the Freeburg propane plant is?

A No.

Q In your 30-year PVRR anal ysis for the
Freeburg plant, you assuned that the new i nvest ment

woul d be recovered over a 30-year period. Correct?

A That was the assunption made in the
anal ysi s.
Q So, in essence, you assumed a 30 -year

book life for that investnent?

A Thirty-year book life with straight |ine
depreci ation

Q And simlarly, in your 15-year PVRR

anal ysi s you assuned a 15-year book life with
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straight line depreciation for the new investnent,

correct?
A That's correct.
Q And | take it in preparing your two PVRR

anal yses you did not |look to see what the current

approved depreciation rate was for the Freeburg

facility?
A | did not.
Q And therefore is it fair to say you al so

did not determ ne what the current approved book
life is for the propane facilities?

A | did not, but I"'mnot sure we -- I'm
not sure the Conm ssion specifies book |ives of any
equi pnent .

Q VWl l, one could determne an effective

book life fromthe approved depreciation rate,

correct?
A Yes.
Q Let ne ask you this hypothetica

guestion, M. Lounsberry.
A Wait a mnute.

(Pause in the proceedings.)
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Ckay.

Q Assune Illinois Power had conducted the
30-year PVRR analysis just |like you' ve presented in
your testinmony and on that basis decided t o go
ahead and spend the $1.873 nmillion of new capita
expenditures in order to continue to operate the
Freeburg plant. GOkay? And then assune that five
years later, say in 2005, something happened,
ei ther new regul ati ons were enacted applicable to
propane facilities or sone other conponent of the
pl ant wore out and needed repl acenent, |ike perhaps
the 800, 000 gal l on storage tank, and the result of
that, whatever it was, either new regul ati ons or
anot her pl ant conponent wearing out, was a need for
an additional capital expenditure of $2 mllion in
2005. Okay? And then assume that Il1linois Power
did anot her PVRR anal ysis at that point with
respect to the new expenditure of $2 mllion that
was required, and that PVRR analysis cl early showed
that it was nore econonmical at that point to retire
the plant rather than nake any additiona

expendi t ure.
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A Ckay.

Q Do you understand all these assunptions?
A I under st and.

Q In that scenario, in your view should

IIlinois Power be allowed to recover fromits
custoners the undepreci ated bal ance of the origina
$1.873 mllion investnment that had been made in the
year 20007?

A There's a simlar case that has happened
in the past where Peoples was allowed to recover
the costs associated with its S&G pl ant before the
end of its book life. | don't know all the details
of how that was done, but there is precedent before
the Conmi ssion on how that is handl ed.

Q Ckay. Well, ny questionis -- I'm
sorry.

A I don't know how that would be done, but
there is precedent out there.

Q Vel |, what woul d be your recomendation?

A The departnent that usually recomrends
that type of information is the Accounting

Departnment. | would not be the witness responsible
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for that type of recomendation

Q In making the decision -- we're now back
in 2000. In nmake naking the decision as to whether
to go ahead and spend the $1.873 nmillion to keep
the plant operating, do you think it's an
appropriate part of that analysis to consider the
i kelihood that the plant would be able to be
continued to be operated over the book |life period
that woul d be necessary to recover that entire
i nvest ment ?

A The Conpany shoul d take into account all
factors that it believes it should take into
account when conducting a PVRR to ensure it has
made t he best deci sion.

Q Ckay. And is the likelihood that the
pl ant woul d be able to be operated for, based on
your analysis, another 30 years to recover that
investment, is that one of those factors?

A Yes.

Q If we could turn to the topic of the
Gllespie storage field, is it your understanding

that the capacity of the Gllespie storage fi eld
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was approxi mately 32,000 MVBTU?

A The anount of inventory in the storage
field was 32,000 MVBTU. The capacity, peak day
capacity of the plant is 5,000 a day.

Q Ckay. 5,000 MVBTU

A Yes.

Q Al right. And would it be fair to say
then that the Gllespie field could provide its
peak deliverability for approxi mately six days
before the inventory would need to be repl eni shed?

A Yes.

Q Referri ng you to your direct testinony
at page 13, lines 228 to 230 you indicate that in
cal cul ati ng your recomrended di sal | owance rel ating
to the retirement of the Gllespie storage field,
you assumed that the Gllespie field would have
operated during the reconciliation period in a

manner simlar to IP's Centralia storage field.

Correct?
A That's correct .
Q Is it your understanding that the

capacity of the Centralia field is approxi mately
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100 -- I'msorry -- the storage inventory of the
Centralia field is approximately 143,000 Mf?

A | do not recall

Q Do you recall if the peak day
deliverability of the Centralia field was
approxi mately 14,000 Mcf?

(Pause in the proceedings.)

A Yes.

Q M. Lounsberry, do you have the
Conpany's response t o Data Request ENG-2.5?

A Yes.

Q Ckay. Can you look at that and see if
that refreshes your recollection as to what the
capacity of the Centralia field is? And let nme

i ndicate that that response is marked highly

confidential, but if you can -- |I'masking you to

state the capacity of the Centralia field -- excuse

me -- the storage inventory of the Centralia field.
A The inventory is 143,000 Mf.

Q Thank you
Referring to your rebuttal testinony at

page 15.
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A Ckay.

Q On line 285 you indicate that in your
PVRR anal yses for the Gllespie storage field you
used an annual operations and mai nt enance | evel for
the Gllespie field of $8,100. Is that correct?

A That's correct.

Q And you say it's based off the Conpany's
1999 annual report. By annual report do you nean
Form 217

A Yes.

Q Ckay. Can you tell nme what the page
reference is for that nunber, or the schedul e
reference, the table reference in the Form 21?

A I'"ve left that upstairs. | can't tel
you that at this point.

Q Wll, is it correct that you took a
nunber of 8, 100 or -- strike that.

Is it correct that sonmewhere in its 1999
I CC Form 21, Illinois Power reported a nunber of
approxi mately $8,100 for the operation and
mai nt enance expense for the Gllespie field?

A Yes.
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Q D d you | ook at annual reports for any
other years to determne if the &M for the
Gllespie field had been at any different levels in
prior years?

A I |1 ooked at the 2000 report, but since
that was the year it was retired, | did not -- |
don't even know what the nunber said, but | did not
think that woul d be an appropriate year for a
nunber, so | went to the 1999 nunber which would
have been the last full year of operation of the
field.

Q Wul d you accept, subject to check, that
inits 1997 annual report Illinois Power reported
$18, 296 of operation and mai nt enance exp ense for

the Gllespie field?

A That's 18, 2767

Q 296.

A 296.

Q Can you accept --

A Yes.

Q kay. In your PVRR anal yses for the

Gllespie field did you assune -- strike that.
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In your PVRR analysis of the scenario in
which Illinois Power woul d make sone additiona
capital investnent at Gllespie and continue to
operate the plant, did you assune that the Conpany
woul d incur any additional capital expenditures

over the 30-year or the 15-year period you

anal yzed?
A No.
Q On page 13 of your rebuttal testinmony at

lines 247 to 249 you descri be sone of the
facilities at the Gllespie field. Correct?
A That's correct.
Q You refer to injection /wthdrawal

wells, a reboiler, a separator, a supply pipeline,

and two neters. |Is that correct?

A That's correct.

Q And these are all pieces of nechanica
or electrical equipnment. |Is that correct? O at

| east they have mechani cal or electrical equiprent
conponents to then?
A I woul d agree with mechani cal

El ectrical, without seeing the facilities, | don't
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knowif I'd agree with the electrical portion
Q Any of this equipnment potentially could
be subject to breakdown or need repl acement over a
15 or 30-year period. Wuld you agree with that?
A Once wells are in the ground, | don't
know if there's really that much mai nt enance ot her
than at the well head. The other equi pment coul d

possi bly require O%M expenditures.

Q O could require replacenment, coul dn't
it?

A I''mnot sure about replacenent; perhaps
repair.

Q Al right. On page 15 of your rebutta
testinmony, line 295, you indicate that in your PVRR
analysis -- in the portion leading up to line 295
you descri be your replacenent gas cost assunptions
for your PVRR analysis, and you state on |line 295
that the year 2001 val ue was assunmed to equa
$330,000. |Is that correct?

A That's correct.

Q Can you break that out for us into what

amount was pi peline reservation cost, what anount
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was sw ng supply reservation cost, and what part
was commodity savi ngs?

A Sure. If you refer to ny direct
testinony Schedule 2, there's $318, 250 associ at ed
wi th pipeline reservation cost or pipeline costs.
There's 6,100 associated with reservation, and the
bal ance | assune to be comodity savings.

Q How did you then determne the

repl acenment gas cost for the years after 20017

A They were subject to the inflation
factor.

Q O 2.85 percent?

A Yes.

Q Referring you to page 17 of your

rebuttal testinony, here you're discussing your
position that the Gllespie field woul d have been
used for storage withdrawal s during the period of

Decenber 17th through 22nd of 2000 had it been in

operation. |Is that correct?
A That's correct.
Q And that this is part of your

di sal | owance cal culation. Correct?
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A That's correct.
Q And on lines 333 to 335 you refer to the

Conpany's response to Staff Data Request ENG-2.69,

correct?
A That's correct.
Q And you say I P increased the w thdrawal

levels fromits storage fields to accommodate the

capacity lost as a result of the Hillsboro

incident. |s that correct?
A That's correct.
Q And do you have a copy of that data

request with you, or the response rather with you?
(Pause in the proceedings.)

A Ckay.

Q In this response, which was marked
hi ghly confidential, but 1'mgoing to ask you abo ut
it and not regard it as confidential at this point,
[I'linois Power stated in its response that it
i ncreased the |levels of planned withdrawals from
ot her storage fields to accommodate the reduction
in capacity at Hillsboro during the period that the

Hllsboro field was out of service. 1|s that



10

11

12

13

14

15

16

17

18

19

20

21

22

51

correct?

A That's not a direct reading of the
r esponse.

Q Ckay. Well, why don't you read the
r esponse.

A "During the reconci liation period,
[I'linois Power increased the |evels of planned
wi thdrawal s fromother storage fields to
accomvodate the reduction in capacity at H Il sboro.
By closely nonitoring t he weat her and demand
forecasts, IP was able to offset the Hillsboro
capacity by using only storage assets.”

Q Ckay. Thank you.

Now do you have with you the Company's
response to Data Request ENG-2.577?

A Yes.

Q And in this response the Conpany
provi ded you with the daily storage activity at
each storage field during the nonths of Novenber
and Decenber of 2000. Correct?

A Yes.

Q Ckay. And is it correct that during the
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period of Decenber 17th through 22nd, 2000, one of
the storage fields had zero wi thdrawal s on three of

those days?

A Coul d you give nme the time period again,
pl ease?
Q Decenmber 17th through 22nd, and I'm

excluding Hillsboro in that question since it was
out of service

A Yes.

Q And woul d you agree that another field
had net injections on two of the days in that
peri od?

A There were no Conpany - owned st orage
fields that received injections in that tine
peri od.

Q Ckay. Whuld you agree that two of the
Conpany's | eased storage services had net
i njections during that period?

A Yes.

Q And for each of those two | eased storage
services, there were net injections on two days in

that period. Correct?
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A That's correct.

Q Now turning briefly to your testinony on
gas purchasing practices, and referring you to page
24 of your rebuttal testinony.

A Hang on a second, pl ease.

(Pause in the proceedings.)

Ckay. Thank you.

Q Page 24 of your rebuttal testinony?
A Ckay.
Q For the winter season of 1999 to 2000

[Ilinois Power entered into 16 firm sw ng

contracts. |Is that correct?

A Yes.

Q And for the winter season of 2000 to
2001 Illinois Power entered into 18 firm sw ng

contracts. Correct?

A Yes.

Q And is it your understanding that IP
chose each of those 34 contracts over the other
avai |l abl e bids based on -- solely on the basis of
| owest reservation cost?

A The 2000/2001 is definitely yes and the
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year before yes.

Q Now with respect to the 18 firm sw ng
contracts that were entered into for 2000 and 2001
there were five of those contracts for which the
Wi nni ng contract had a higher commodity rate than
the next best bid. |Is that correct?

A I discuss that in ny direct testinony.
| don't remenber if five is the right nunber or
not. Just give me a second.

(Pause in the proceedings.)
There were five occurrences.

Q O those five occurrences, in three of
them based on the actual anount of comodity taken
under the contract in the year 2000, Illinois
Power's total cost for both reservation and
commodity was less than it woul d have been if

Illinois Power had taken the second best contract.

Correct?
A Yes.
Q For one of those five contracts,

specifically the contract with P&E relating to the

NGPL Sout h Texas receipt point, Illinois Power
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cal cul at ed at your request that based on the anount
of commodity actually taken under the contract,
I1linois Power woul d have had | ower costs, | ower
total costs, if it had taken the second best
contract. Correct?

(Pause in the proceedings.)

A kay. I'mready for it to be read back
to ne.

(Wher eupon the requested
portion of the record was
read back by the Court
Reporter.)

A Yes.

Q And the anount of those | ower costs or
what the | ower cost woul d have been was $1,557 on
that contract, right?

A That's correct.

Q And so we've now di scussed four of the
five contracts. Correct?

A That's correct.

Q Al right. And for the fifth contract,

whi ch was the contract with Dynegy Marketing and
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Trade on NGPL, Illinois Power calculated that there
were savings of $1,845 conpared to the next best
alternatives, and your position is that there were
addi tional costs of $620. Correct?

A The cal culation I P put together showed a
savi ngs of $1,835. M calculation showed extra
costs of $620.

Q Al right. So out of the 18 contracts
for the 2000/ 2001 wi nter season that I11linois Power
sel ected on the basis of |owest reservation costs,
there were at nost two of those contracts on which
[Ilinois Power, in fact, incurred higher costs in
2000 than it would have incurred if it had taken
the next best bid. Correct?

A I don't think that's the corr ect
characterization. There were five contracts where
there were differences on the commodity side, so
woul d say two out of five, not two out of eighteen

Q Wl |, are you saying that on sone of the
other 13 contracts Illinois Power also incurred
hi gher costs than it would have if it had taken the

next best bid?
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A No. M testimony dealt with those
i nstances where | P ignored contracts that had
better commodity rates but hi gher reservation
rates. M understanding is that happened five
times, so out of those five times ny testinmony is
IP incurred extra costs on two of those occasions.

Q Wll, in fact, Illinois Power ignored
the comodity rates on all 18 contracts, correct,
in making its decision as to which contract to
sel ect?

A Yes, but there were not differences in
the comodity rates on 13 of those

Q Wul d you agree that for just the five
contracts you focused on, |ooking at themin the
aggregate, based on the anmount of commodity
actual ly taken under each contract, Illinois Power
incurred | ower total costs than it would have
incurred if it had taken the second best bid in
each instance?

A Yes.

Q Finally, M. Lounsberry, is it correct

that in this case you asked Il11linois Power
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approxi mately 196 data requests?

A 197.

Q Thank you. And on nobst of those
requests you requested responses wi thin two weeks.
I's that correct?

A That is correct.

Q Al right. And then in the [ast part of
the case here on sone of the requests you asked for
a qui cker response time than two weeks?

A Yes. That was usually because | had
testinony due before two weeks.

Q Yes. | understand. And do you fee
that the responses were provided within the
requested tinme franes throughout the case?

A Yes.

MR. MACBRI DE: Thank you

That's all the questions we have.
JUDGE SHOMI S: | just have a few questions.
EXAM NATI ON
BY JUDGE SHOWMI S:
Q The PVRR anal yses that you presented in

this docket utilized 15-year and 30-year periods.
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Wiy did you sel ect those two periods?

A Past testinmony | put in regarding
propane facilities used PVRRs that went 30 years
and 15 years. | guess | was being consistent with
ny past testinony.

Q And do you recall why in your past
testinmony you used those sane periods?

A No.

Q Now wi th regard to the weight to be
given to the PVRR anal yses, and |I'mtal ki ng about
the 30-year versus 15-year, do you believe nore
wei ght should be given to the shorter period or
| onger period or approximately the same wei ght?
And t hen expl ai n why.

A I deal |y, when a conpany would do a PVRR
they woul d have an idea of what the life of the
project -- life of that facility would be, either
t hrough studying the equi pnment to see what the
remaining lifeis. Anewfacility I would say 30
years. For an existing facility that's really nore
an unknown quantity, but because it's existing

plant, | would probably give a little nore weight
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to 30 years because once you spend the noney, it's
sitting there.

Q So, in other words, for the analysis
that you presented, you would gi ve sonmewhat nore
weight to the results of the 30-year PVRR anal ysi s?

A Yes.

Q In concluding that nmore wei ght shoul d be
given to the 30-year analysis, slightly nore, or
somewhat nore than the 15-year, did you take into
account any greater |ikelihood of inaccurate
estimates as the tinme period of the analysis
i ncreases?

A When you do a long-term PVRR once you
get out past five or six years the discount rate
reduces those nunbers significantly anyway, so
being worried if the nunmber in year 30 or year 25
is correct, it would have such a small -- its cost
is such a snall factor in the PVRRit's not really
-- 1 didn't really see it as a concern

Q Now with regard to the propane facility,
you were asked questions concerning residential

devel opment around that facility. Do you believe
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that is a factor that should be given any wei ght?

In other words, let's assunme there was a
residential devel opment within say a mle or a half
mle of the facility. Do you believe -- if that
were the case, would that affect your position
concerning that propane facility? In other words,
["mtrying to get an idea if we're right near the
facility, if we're amle away, if we're a half
mle, whether that would be a factor that you would
gi ve nuch wei ght to.

A If the propane plant were in the mddle
of a residential area, that mght be a concern, but
a half a mle away | believe would be a sufficient
di stance away to not consider residentia
encroachnent as a problem

Q So sonewhat |ess than that you woul d
consi der as a possi bl e probl enf?

A You m ght start getting concerned if you
had a high concentration of residential devel oprment
within a half a mle.

Q VWhat woul d constitute a valid

denonstration that the propane plant woul d
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constitute such a public health risk that it should
be retired? | know there was sone testinony
regardi ng the nunmber of incidents concerning | eaks
and/or fires, and I'mtrying to get sone idea of
when you woul d concl ude that the nunber of
i ncidents were of such magnitude that it would be a
public health risk

A Could you refer nme to where |I'mtalking
about that in testinony?

Q In your rebuttal testinmony, | think it
starts on page 8 in your answer to question 13. |

think it just carries over to page 9.

A Ckay.

Q You rentioned two --

A Let me try to answer it this way.

Q To shorten it, you nentioned two known

occurr ences.
A Yes.
Q And you tal k about them |'mjust
trying to get some idea of when you' d concl ude that
there were enough occurrences that there would be a

public health risk
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A To a certain extent, it would depend
upon why it was occurring. For exanple, the event
that occurred in "85 fromlightning igniting
propane vapors, |P put a lightning protection
systemup at that tine, so that -- concerns wth
that shoul d be alleviated

The other event was a mnor leak in the
equi pnent that is used to transfer the propane into
the main tank. It wasn't even the tank itself.
guess when | P started experiencing difficulty with
or concerns with the structural integrity of that
primary tank woul d be about the only factor | could
see being a public health problem

Q Ckay. For your PVRR anal yses that you
perfornmed, you did not assune any additiona
capi tal expenditures associated with the facilities
over the 15 and 30-year periods?

A That's correct.

Q And why did you assune there woul dn't be
any additional capital expenditures?

A My anal ysis was centered on what the

cost is to replace it versus what it costs to
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upgrade it. At that time | did not |ook into what
anount of capital additions may be required in the
future. Part of that om ssion was a | ack of any
studi es on what needed to be done at the facility,
i f anything.

Q Was that sonething that you asked
[I'linois Power to provide? 1In other words, did you
ask themif they perforned any studies regarding
any capital expenditures that woul d be needed?

A | asked for all studies that related to
support of retiring the facility and was provi ded
wi t h not hi ng

Q Ckay.

A | did request some historical OM
information, itens replaced in the |ast several
years at the plant.

Q I assune you had a chance to review the
surrebuttal testinony that Illinois Power presented
in this case

A Briefly.

Q Ckay. |I'mnot going to ask you to

respond to that testinony, but | just wanted to ask
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one question. After at |east |ooking over
testinmony, did it cause you to change any of
recomrendations in your rebuttal testinony?
A No.

JUDGE SHOWMI S: Ckay. That's all | had

M5. BUELL: We're going to need a few mnutes
our wi tness.

JUDGE SHOWMI S:  Ckay.

M5. BUELL: Before redirect.

JUDGE SHOWMI S: Ckay. Let's go off the

record.

(Whereupon at this point in
the proceedi ngs an
of f -the-record di scussion
and brief recess
transpired.)

JUDGE SHOWMI S: Back on the record.

M5. BUELL: Your Honor, Staff has no redirect

for M. Lounsberry.

JUDGE SHOMI S:  You may step down.
(Wtness excused.)

Why don't we take a break now then
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that ' s okay.

MR MACBRI DE

Ckay.

Let's cone back at 1:30, if

Ckay.

66

(Wher eupon | unch recess was

taken until 1:30 P.M)

AFTERNOON SESSI ON

JUDGE SHOWMI S:

MR MACBRI DE

M. Starbody's exhibits to see

JUDCGE SHOWTI S:

MR MACBRI DE

anyt hing marked as confidenti al

(Whereupon | P Exhibits

Revised 1.3, 1.4, and 2.7

were narked for

identification.)

Back on the record.

If you'd like to | ook at

Ckay.

The only piece where we had

testimony and exhibits, 3.2.

JUDCGE SHOWTI S:

MR MATRI SCH

MR MACBRI DE

MR MATRI SCH

Ri ght.
I'"msorry.
Yes.

Thanks.

was the rebutta

D d you say 3.27?
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MR MACBRIDE: And the first itens are on page

JUDGE SHOW S:  Ckay.

MR. MACBRIDE: Actually, to make this sinple,
in the actual testinmony itself, IP Exhibit 3.2,
nothing that's marked as highly conf idential needs
to be nmaintained as confidential.

JUDGE SHOWMI S: Ckay. You're referring now to
page 8, but the rest of the testinony.

MR MACBRI DE: Correct.

M5. BUELL: 1s anything confidential in
Exhi bit 3.2?

MR MACBRI DE:  No.

MB. BUELL: Ch, okay.

MR MACBRIDE: So if you go to IP Exhibit 3.4.

JUDGE SHOMI S:  Ckay.

MR MACBRIDE: This would be simlar to what
we did with M. Lounsberry's schedules. The
reservation cost savings, 6,145, the commodity cost
cal cul ation, 4,311, and the total gas cost savings
of 1,835, those would all be public, and then all

the other information on the exhibit would be
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mai nt ai ned as highly confidenti al

JUDGE SHOMIS: So it would just be the three
figures then on the public version

MR MACBRIDE: Right.

JUDGE SHOMI S:  Ckay.

MR. MACBRIDE: On Revised Exhibit 3.5.

JUDGE SHOWMI S:  Ckay.

VMR MACBRIDE: The colum | abel ed Total Cost
woul d be public, and the rest of the information on
the exhibit would be confidential

JUDGE SHOMIS: That's it then?

MR. MACBRI DE:  Yes.

JUDGE SHOWMI S:  Ckay. You can take the stand,
M. Starbody.

FRANK A. STARBODY
called as a witness on behalf of Illinois Power
Conpany, having been first duly sworn, was exam ned
and testified as f ol | ows:
DI RECT EXAM NATI ON
BY MR MACBRI DE
Q Wul d you pl ease state your nane,

busi ness address, and present position for the
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record?

THE W TNESS:

A Frank Starbody, Senior Director -
Cust oner Val ue Managenent, Illinois Power Conpany,
50027t h Street, Decatur, Illinois 62525.

Q Have you prepared certain testinony and

exhibits you wish to offer in this docket?

A Yes.

Q Do you have before you a copy of a
docunent that's been marked for identification as
| P Exhibit 3.1 and is captioned Direct Testinony of
Frank A. Starbody?

A Yes.

Q Does that exhibit consist of eight pages
of questions and answers?

A Yes.

Q Is IP Exhibit 3.1 the prepared direct
testinmony you wish t o offer in this case?

A Yes.

Q Do you have any corrections or changes
to make to that exhibit?

A No.
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Q If I were to ask you the questions shown
on I P Exhibit 3.1 today at this hearing, would you

gi ve the sane answers that are shown on that

exhi bit?
A Yes.
Q Do you al so have before you a copy of a

docunent that's been marked for identification as
| P Exhibit 3.2 captioned Rebuttal Testinony of
Frank A. Starbody?

A Yes.

Q Does that docunment consist of 19 pages
of questions and answers?

A Yes.

Q Is IP Exhibit 3.2 the rebuttal testinony
you wish to offer in this case?

A Yes.

Q Do you have any corrections or changes
to make to that exhibit?

A No .

Q If | were to ask you the questions shown
on I P Exhibit 3.2 at this hearing, would you give

the sane answers that are shown on that exhibit?
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A Yes.

Q And do you have before you copies of
docunents that have been marked for identification
as IP Exhibits 3.3, 3.4, and Revised 3.5?

A Yes.

Q And Exhibits 3.4 and Revised 3.5 are
submitted in both public and proprietary forns?

A Correct.

Q Wer e these exhibits prepared under your
supervi sion and direction?

A Yes.

Q Are they identified and discussed in
your prepared rebuttal testinony?

A Yes.

Q Do you have any corrections or changes
to make to any of those exhibits?

A No.

Q Do you al so have before you a documnent
that's been nmarked for identification as IP Exhibit
3.6 bearing the caption Prepared Surrebuttal
Testimony of Frank A. Starbody?

A Yes.
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Q Does that docunment consist of 27 pages
of questions and answers?

A Yes.

Q Is IP Exhibit 3.6 the surrebutta
testinmony that you wish to offer in this
pr oceedi ng?

A Yes.

Q Do you have any corrections or changes
to make to that testinony?

A No.

Q If | asked you the sane questions today
at this hearing that are shown on I P Exhibit 3.6,
woul d you give the sane answers that are shown on
that exhibit?

A Yes.

Q Finally, do you have before you copies
of docunments that have been narked for
identification as IP Exhibits 3.7 through 3.18?

A Yes.

Q Were these exhibits prepared under your
supervi sion and direction?

A Yes.
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Q Are they identified and discussed in
your prepared rebuttal testinony, |IP Exhibit 3.67

A Yes.

Q Do you have any changes or corrections
you wi sh to nake to any of those exhibits?

A No.

MR. MACBRIDE: W offer M. Starbody's
exhibits, IP Exhibits 3.1 through 3.4, 3.5 Revised,
and 3.6 through 3.18 in evidence.

M5. BUELL: Your Honor, Staff has no objection
but requests copies of the revised testinony.

JUDGE SHOMIS: You nean the revised exhibits?

M5. BUELL: Yes, the revised exhibits.

JUDGE SHOWI S:  Well, you nmean by revised, the
proprietary portion that's revi sed?

MS. BUELL: Yes.

MR. MACBRI DE: Yes, when we prepare that,
we' || do that.

M5. BUELL: Thank you

JUDGE SHOWMI S:  The exhi bits sponsored by
M. Starbody are admtted into evidence

(Whereupon I P Exhibits 3.1



10

11

12

13

14

15

16

17

18

19

20

21

22

74

through 3.4, Revised 3.5,
and 3.6 through 3.18,

i nclusive, were received
into evidence.)

JUDGE SHOMIS: M. MacBride, will you be
providing a copy to the Reporter? The ones that --
let's go off the record.

(Whereupon at this point in
the proceedi ngs an

of f -the-record di scussion
transpired.)

JUDGE SHOMI S: Let's go back on the record.

The only exhibits so far that have been
admtted into the record for which the Reporter has
marked a copy are Staff Exhibits 1.0 and 3.0. The
remai ni ng exhibits which are admtted are to be
refiled on e-Docket, so it's not necessary for a
copy to be given to the Reporter

And 1' Il doubl e-check before the hearing
on Tuesday, you know, whether the dockets have been
filed on e-Docket -- or whether the exhibits have

been filed on e-Docket. So if the parties can
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attenpt to have themrefiled by that date, that
woul d help me having to constantly check to see if
they're there.

M5. BUELL: We'll certainly try.

JUDGE SHOWMI S: Does Staff have cross -
exam nation of M. Starbody?

M5. BUELL: Yes, Your Honor, Staff does have
sonme cross for M. Starbody.

CROSS EXAM NATI ON

BY M5. BUELL:
Q Cood afternoon, M. Starbody. |'m Linda
Buell. | represent Staff witnesses in this

pr oceedi ng.

I was wondering if first we could talk
about your rebuttal and your surrebuttal testinony
where you di scuss the Freeburg propane pl ant
retirement. Have you ever been to the site of the
Freeburg propane plant?

A Yes.
Q Approxi mately how many tinmes woul d you
say you've been there?

A | started with Illinois Power in '92.
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Probably three, three to four tinmes a year

Q And, if you can generalize, what was the
pur pose of those visits?

A Cenerally for safety neetings.

Q And woul d you know approxi mately when
your last visit to the Freeburg propane plant was?
A Yes. It was Septenber of last year

Q O 2000.

A Correct.

Q Were you personally involve in the
decision to retire the Freeburg propane plant?

A Yes.

Q I refer you to lines 90 through 91 of
your rebuttal testinony. You say there that we
based our decision on consideration of the factors
| listed earlier. Could you tell ne who, besides
yoursel f, you mean when you say we?

A Il'linois Power does not work in a
vacuum We work -- we have a lot of enployees that
work at the plant. W take their advice into
consideration as well as the technical advice of

those who work in gas supply, which would include
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engi neering and storage experti se.

Q Specifically I was wondering if you
could tell nme the names of the individuals besides
yoursel f who were involved in the decision to
retire the plant.

A It was a joint decision fromnyself, mny
supervisor at the time which was Bill MKinney, and
of course the enployees at the Freeburg facility
t hensel ves and the supervisor of those enpl oyees,
Bob Bar cum

Q You stated in your testinony severa
reasons why the decision was made for retiring the
Freeburg propane plant. 1Is it correct that one of
the reasons for retiring the plant was the
encr oachnent of new residential devel opment ?

A Yes.

Q Wuld it be correct to say that the
encr oachnent of new residential devel opment was a
significant factor in the decision to retire the
pl ant ?

A The main reasons for the retirenment of

the plant were safety and reliability.
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Q If you' d take a | ook at your rebutta
testinmony, page 5, lines 92 through 94, you say,
further, the safety issues associated with the
residential areas that were devel opi ng around the
plant were a significant factor in the deci sion to

retire the plant.

A I"msorry. You mean ny surrebuttal ?

Q No, this is in your rebuttal, page 5 of
19.

A Ckay. And what line? ['msorry.

Q Starting on line 92, you say the safety

i ssues associated with the residential areas that
wer e devel opi ng around the plant were a significant
factor in the decision to retire the plant. 1Is
that consistent with your answer to ny prior
guestion? Was it the safety reasons or the nere
presence of the residential community there?

A I think the nere presence creates a
safety concern for us

Q But your testinony indicates that it was
a significant factor in the decision to retire the

plant. |Is that correct?
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A I think that's correct.

Q Ckay. Wuld it also be correct to say
that the encroachnment of the new residential
devel opnent as a significant factor was based on
the nere likelihood that devel opment woul d nove
closer to the site over the next ten to fifteen
years?

A I think the trend of the conmunity
surroundi ng the 800,000 gallon sphere was certainly

a consi deration.

Q VWhat do you nean by the trend?
A W' ve seen the popul ation of the town of
Smithton and Gllespie -- or Smthton and Freeburg,

I"msorry, grow since 1970.

Q Now Staff sent a data request to IP
requesting an aerial map of the Freeburg area. |Is
that correct?

A That's correct.

Q In that data request Staff asked for the
| ocation of the propane facility, the stor age
field, the communities of Freeburg and Snmithton,

all major roads within the area, and all new



10

11

12

13

14

15

16

17

18

19

20

21

22

80

residential developnent. 1s that correct?
A That's correct.
Q W' re going to show you what's been

marked as I CC Staff Cross Exhibit 1. It consists
of one page of text and t wo maps.
(Whereupon I CC Staff Cross
Exhibit 1 was nmarked for
identification.)

MR. MACBRIDE: W object unless this map is

filed on e-Docket.
(Laught er)

M5. BUELL: Actually we did provide a copy to
the Court Reporter of the map, the maps that were
provided to us. In addition, we nmounted our copy.

Q M. Starbody, do you recognize I CC Staff

Cross Exhibit 1?

A Yes.
Q Can you describe to us what it is,
pl ease?
A It looks to be the map that we gave you

guys, and you put it on cardboard.

Q And these two maps were sent by you or
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sent to Staff under your direction. |Is that
correct?

A That's correct.

Q Coul d you pl ease show us on the map

where the Freeburg propane plant is |ocated?

A Ri ght here.

JUDGE SHOWMI S:  That may not work too well for
the transcript.

THE WTNESS: Ch, |I'msorry.

JUDGE SHOMI S:  You might have to generally
describe where it is because if the transcript says
right here, it really won't have nuch meani ng.

THE WTNESS: | apologize. It's in the mddle
of this one-mle radius circle located in the | ower
guadrant of the cardboard

Q In relation to the Freeburg propane
pl ant, woul d you pl ease describe where the
wel | heads and associ ated pi ping are | ocated?

A They are | ocated, as you can -- the
purple, green, and -- as you can tell by the --
these are the wel |l heads, these marked areas.

Q Surroundi ng the plant.
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A Correct. These are the underground
storage wells for the storage facility, the
under ground storage facility.

Q And in relation to the plant, would you
pl ease indi cate where the community of Freeburg is
| ocat ed?

A It's approximately two, two and a hal f
mles up here.

JUDGE SHOWMI S:  And when you say up here,
coul d you give the direction

A Ch, I'msorry. Which would be south
actually of the site, or is it north? No, it's

south | believe of the site.

Q So, once again, just to make clear
A Thank you.
Q Freeburg is located to the north of the

pr opane pl ant.

A That's correct, yes.

Q Wul d you pl ease indicate where the
conmmunity of Smithton is |ocated?

A The comunity of Smithton would actually

be right here. Unfortunately, it's not shown on
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the map. It's just outside the --

Q Wul d that be to the west of the propane
pl ant ?

A | believe that's correct.

Q And the major roads in the area are

| ocat ed where?

A The maj or road runs right down the
m ddl e of the cardboard, and then there's another
road that runs between Freeburg and Smithton

Q Now you' ve indicated that the
encroachi ng new residential devel opnent was a
significant factor in the Conpany's decision to
retire the plant. Wuld you indicate where on the
map that encroaching new residential devel opnent is
| ocat ed?

A Vell, | believe this map is dated in
'97, if I"'mnot mstaken, April 3, 1997, so it's
not quite accurate, but we certainly have seen
going to -- going to the north here, we've
certainly seen encroachnent of the town of Freeburg
com ng down here into this area

JUDGE SHOWI S: Why don't you kind of indicate
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what you nean by down here.

A Ckay. We're seeing sone rezoning in
this area, probably within two, two and a half
mles of the facility itself, and we've certainly
seen a |large increase in the popul ati on of
Smithton, which | believe is where Staff testinony
i ndi cated that there was sone new devel opnent, and
between the town of Smithton and the plant itself
we had one of our operators run out there and run
that road, and there's about 27 hones, so we have
some real concern about the safety of the area.

Q Now the area to the north of the propane
pl ant, has that been rezoned recently to

comerci al ?

A That's ny under st andi ng, yes.
Q But not residential.
A No. It was previously farmland, as you

can tell here. As | mentioned in ny testinony,
this is really a growing area and a bedroom
community of St. Louis.

Q M. Starbody, you nentioned that there

were approximately 27 residences to the west of the
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propane plant. Could you tell me how far away from
the propane plant those residences are | ocated?

A | believe we have approximately eight
within a mle, another eight wthin about two
mles, and then the rest are before you get to the
devel oprment that was in the Staff testinony.

Q And is it correct that the map that is
up there now only shows the one-nile radius around
the facility?

A In the circle area, yes.

M5. BUELL: Staff noves for admission into
evi dence of Staff Cross Exhibit 1.

MR. MACBRIDE: No objection

JUDGE SHOWI S: Staff Cross Exhibit 1 is

admitted.
(Whereupon Staff Cross
Exhibit 1 was received into
evi dence.)
Q M. Starbody, | now refer you to the

di scussions in your rebuttal and surrebutta
testinmony concerning the Gl espie storage field

retirement. Have you ever been to the site of the
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G llespi e storage field?

A Yes, | have.

Q Approxi mately how many tinmes woul d you
say you've been there?

A Ch, probably once in the past -- once
per year in the past three or four years.

Q And, in general, what was the purpose of
those visits?

A Cenerally it was just to nmake sure it's
still there and to get out in the field, somnething
| like to do, to get out in the field with those
who have to deal with those assets and to make sure
they're safe and reliable because sonetines you
forget to think about those things when you're
sitting at your desk.

Q Approxi mately when was the last tine
that you visited the G|l espie storage field?

A I would say approximately two years ago.

Q And were you personally involved in the
decision to retire the Gllespie storage field?

A Yes.

Q Now i n your discussion of the Gllespie
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storage field retirement you refer to "we" nany
times. | was wondering if you could tell me who
speci fically besides yourself was involved in the
decision to retire the Gllespie storage field.

A Again, | would say -- since it's an
unmanned facility, there was no invol venent from
anybody that works there because there's nobody
there, but certainly Bob Barcumwho | mnentioned
earlier and Bill MKinney, along with the technical
expertise of our engineering group.

Q M. Starbody, we're going to show you
what's been marked as I CC Staff Cross Exhibit 2.

(Whereupon I CC Staff Cross
Exhibit 2 was marked for
identification.)

Do you recogni ze this docunent ?

A Yes.

Can you describe to ne what it is?
This is a data request with response.
Do you want nme to read it?
Q Is it correct that it's Staff Data

Request ENG-2.113 that was sent to Illinois Power?
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A Yes.

Was t he response prepared by you or
under your direction?

A Yes.

Q Is it correct that the Company was asked
in Staff Data Request ENG 2.113 what actions it
took at the G llespie storage field during the
reconciliation period?

A Wuld you like ne to read the question?

Q No, you can just answer the question yes
or no.

MR. MACBRI DE: Read the question back, please.

Q Is it correct that the Conpany was asked
in Staff Data Request ENG-2.113 what actions it
took at the G llespie storage field during the
reconciliation period?

A | believe that's correct.

Q Is it correct that the Company responded
that 1P depleted the inventory, produced all
cushi on gas that could be recovered, plugged the
wel | s, and abandoned the storage field?

A Correct.
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Q And is it also correct that the Conpany
responded that due to the age and condition of the
plant, as well as the small volune of the plant,
supply alternatives were | ess costly than upgradi ng
the plant to neet safety and code standards?

A Correct.

V5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 2.

MR. MACBRI DE: No objection.

JUDGE SHOWMIS: That exhibit is admtted.

(Whereupon I CC Staff Cross
Exhibit 2 was received into
evi dence.)

Q M. Starbody, we're going to s how you
what's been marked as I CC Staff Cross Exhibit 3.

(Whereupon I CC Staff Cross
Exhibit 3 was narked for
identification.)
Do you recogni ze this docunent?
A Yes.
Can you tell me what it is?

It's Staff Data Request 2.191.



10

11

12

13

14

15

16

17

18

19

20

21

22

90

Q Was t he Conpany's response prepared by
or under your direction?

A Yes.

Q And is it corr ect that the Conpany was
asked in Staff Data Request ENG-2.191 to identify
the maj or conponents |located at the Gl espie
storage field?

A Correct.

Q And is it correct that the Conpany
responded that the storage field was a dry gas
field and that the major conponents were seven
injection /withdrawal wells, one dehy, D-E-HY,
tower, one reboiler, one conpressor, one separator
one supply pipeline, two neters, type of neter was

orifice neter? |s that correct?

A That's correct.

Q Could you tell ne what equi pnment from
that list still remains at the G|l espie storage
field?

A No, | could not.

V5. BUELL: Your Honor, | nove for adm ssion

into evidence |CC Staff Cross Exhibit 3.
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MR. MACBRIDE: No objection

JUDGE SHOWMIS: That exhibit is admtted.
(Whereupon I CC Staff Cross
Exhibit 3 was received into
evi dence.)

Q M. Starbody, | refer you to your
rebuttal testinony, page 8, lines 161 through 164.
Is it correct that you use the costs from an
upgrade project at the Shanghai storage field to
estimate the cost to update the Gillespie storage
field?

A No. W used the cost of the South
Shanghai station, which is part of the Shangha
storage field.

Q M. Starbody, we' re going to show you
what's been marked as I CC Staff Cross Exhibit 4.

(Whereupon I CC Staff Cross
Exhibit 4 was narked for
identification.)
Do you recogni ze this docunent?
A Yes.

Q Coul d you pl ease describe what it is?
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A Staff Data Request 2.190.
And was the response prepared by you or
under your direction?
A Yes.
Is it correct that Staff Data Request
ENG- 2. 190 asked for the najor conponents |ocated at

the Shanghai storage field?

A Yes.
Q And is it correct that the Company
responded that the major conponents were -- of the

Shanghai aquifer storage field were eight injection
/wi thdrawal wells, eleven nonitoring wells, no
di sposal wells, two dehy towers, two reboilers, one
conpressor (does not include the south conpressor),
two separators, one noisture analyzer, three supply
pi pelines, seven neters, and the type of neter was
turbine? |Is that correct?

A That's correct.

V5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 4.

MR. MACBRIDE: No objection

JUDGE SHOMIS: That exhibit is admtted.
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(Whereupon I CC Staff Cross
Exhibit 4 was received into
evi dence.)

M5. BUELL: 1'd like to ask you some questions
about gas purchasing activity. Now sone of the DR
responses that I want to tal k about have been
mar ked as highly confidenti al

Q M. Starbody, we're going to show you
what has been marked as ICC Staff Cross Exhibit 5,
and it has been marked as confidential, actually
hi ghly confidential, unless it's no |onger
consi dered confidential by the Conpany.

MR. MACBRI DE: One nonent, please.

Maybe this doesn't make any difference.
The cover sheet to the response is not
confidential, but the attachnment, the two-page
attachment would still be highly confidential, so
if that nmeans you want to identify the whole
exhi bit as highly confidenti al

M5. BUELL: We're not going to get into
speci fic anounts.

JUDGE SHOMIS: But if you're offering --
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again, are you offering this exhibit?

MS. BUELL: Yes.

MR MACBRIDE: Well, the nature of the
guestions that are going to be asked then whet her
we need to go in canera is a separate issue.

JUDGE SHOMI S:  Right.

MR, MACBRIDE: But |I'mjust addressing the
exhibit here, and the Conpany woul d maintain that
this exhibit is -- continues to be highly
confidential.

M5. BUELL: Then, yes, we need to designhate it
as highly confi denti al .

JUDGE SHOMIS: It will be called Proprietary
Staff Cross Exhibit 5. It will obviously be
separate fromthe docunents that will be avail able
to the public, and I don't think we need to -- we
won't draw a distinction between the first page and
the last two pages. The whole exhibit will be
consi dered proprietary.

MR MACBRIDE: Al right.

(Wher eupon Proprietary I CC

Staff Cross Exhibit 5 was
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marked for identification.)

MS. BUELL:

Q M. Starbody, do you recognize this
docunent ?

A Staff Data Request 2. 35.

Q Could you briefly describe what it is
for us?

A It's a data request fromthe Staff

asking for firmsupply contracts entered into
during the reconciliation period.

Q Was the response prepared by you or
under your direction?

A Yes.

Q Is it correct that in response the
Conpany attached a summary of bids received and
contracts awarded for the November 2000 through
March 2001 wi nter period?

A That's correct.

Q And is it also correct that the
Conpany's response breaks out the contract
conpari sons into the various pipeline delivery

poi nts and for each of those delivery points shows
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what the Conpany believes is the best bid first
followed by the other bids in order of what the
Conpany believes is the best bid?

A That's correct.

Q And is it also correct that during the
reconciliation period the basis used by IP for
entering into firmgas supply contracts was to
sel ect the gas supply contract that provided the
| owest reservation cost?

A Yes.

MR. MACBRI DE: Excuse ne. Could you read the
guestion back, please?

MS. BUELL: Do you want me to?

MR. MACBRIDE: No, the Reporter can read it
back.

(Wher eupon the requested
portion of the record was
r ead back by the Court
Reporter.)

A Yes. | think there is one exception to
this rule in the response, as is nentioned, but

sinmply on reservation cost it's probably not quite



10

11

12

13

14

15

16

17

18

19

20

21

22

97

accurate. W do nmke sure that the suppliers we do
bid through are reliable suppliers before we even
gi ve them a chance to bid.

V5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 5 Privil eged.

JUDGE SHOWMI S:  Proprietary.

M5. BUELL: Proprietary, or is it Proprietary
ICC Staff Cross Exhibit 57?

JUDGE SHOMIS: That's better.

MR. MACBRIDE: | have no objection

JUDGE SHOWMI S: Gkay. That exhibit is
admtted into evidence.

(Wher eupon Proprietary |ICC
Staff Cross Exhibit 5 was
received into evidence.)

MS. BUELL:

Q M. Starbody, | refer you to pages 12
and 13 of your rebuttal testinony, question and
answer 24, pages 12 through 13. There you discuss
why sel ecting firmsupply reservation contracts on
the basis of |owest reservation fees only is a

prudent practice. |In your opinion, is this always
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true or could there be a situation when sel ecting
firmsupply reservation contracts on the basis of
| owest reservation fees only would not be prudent?

A I think in today's environnment this is
probably always true, and by today's environnment
nmean the nmarket is not as basis sensitive as it
used to be. W' ve seen a major change in the
mar ket pl ace. Gas from Kansas is not always the
cheapest gas versus gas from Texas. Gas in Texas
is not always cheaper than gas in Louisiana or the
gulf. On any given day gas can be sold at the sane
price at any location or in varying degrees of
prices throughout those |ocations, so |ooking at
that strictly on a reservation fee, it's probably
the nost appropriate, or not probably; it is the
nost appropriate based on the narketplace that we
face today.

Q Ckay.

M. Starbody, we're now going to show

you what's been marked as 1 CC Staff Cross Exhibit
6, and | believe it should be marked as Proprietary

|CC Staff Cross Exhibit 6.
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MR. MACBRIDE: Yes, we agree with that.
(Wher eupon Proprietary I CC
Staf f Exhibit 6 was marked

for identification.)

Q M. Starbody, do you recognize this
docunent ?

A Staff Data Request 2.67.

Q Was t he response prepared by you or

under your direction?

A Yes.

Q And is it correct that Staff Data
Request ENG 2. 67 requested a summary for cal endar
years 1998 through 2000 of the five natural gas
suppliers that provided the nost gas to I P for each
of those years?

A Yes.

Q And woul d you agree that the nanes on
the list for 1998 are the sane names that appear on
the list for 1999, just in a different order?

A Yeah, with one exception. The Noranm MEM
i ssue, there's been a |lot of nmergers and

acquisitions in the business, and that is an
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exanmpl e of one; Reliant.

Q But it's the sane conpany, isn't it?
A It is today, yes.
Q Wul d you al so agree that four out of

the five names on the 2000 |ist al so appear on the
1998 and 1999 |ists?

A Correct.

Q If I were to ask you the nane of the
conpany on the 2000 list that differs fromthe
conpani es on the 1998 and 1999 lists, would you be
able to provide nme with that information in a
public format?

A The nanes that are not on the '99 and

the nanes that are on the 20007

Q Yes.

A You' re asking me to disclose --

Q The conpany's nane.

A -- pricing and vol unes?

Q No, just the conpany nane.

A Wth regard to the percentage?

Q No. Just the name of the conpany.
A I"'msorry. Wuld you --
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Q Even if --

JUDGE SHOWMI S:  She wants to know th e conpany
listed in the year 2000 that's not listed in 1999.

MS. BUELL: O 1998.

JUDGE SHOMTS: O 1998.

Q And 1'mconcerned that if you say the
nane of that conpany, it woul d be disclosing
something that's proprietary, so before I ask you
that question | want to know if you disclose that
nane to ne, is that proprietary information?

A No.

Q Ckay. Then could you tell nme the nane
of the conpany that's on the 2000 list that is not
on the 1998 or 1999 |ists?

A Dynegy Marketing and Trade.

Q I's Dynegy Marketing and Trade an

affiliate of |IP?

A Illinois Power is an affiliate of
Dynegy.
MS. BUELL: Your Honor, | nove for adm ssion

into evidence ICC Staff Cross Exhibit 6

Proprietary.
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MR, MACBRIDE: | have an objection. | don't
see the relevance of this exhibit to the issues in
the case.

M5. BUELL: Staff believes that the fact that
Dynegy Marketing and Trade appears in the year 2000
and does not appear in the two prior years is a
significant factor.

MR MACBRIDE: Well, Staff may think that, but
at this point, after the filing of several rounds
of testinony, there's three or four very specific
issues in this case, and | don't see -- without
further explanation, I don't see that that
particular information or the other information on
this exhibit is relevant, and if the only point
that counsel wants to make for the record is that
Dynegy Marketing and Trade is one of the top five
suppliers in 2000 but not the prior tw years,
that's already been elicited through the
cross-exam nation questions, so the exhibit itself
woul dn't add any i nformation.

M5. BUELL: Actually, Staff would like to use

the information in its discussion of | owest
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reservation fees.

MR MACBRIDE: Well, | guess | still don't see
the rel evance of these percentages to that issue.
Lowest reservation fees as presented in this case
i s based on specific contracts, choices versus
ot her bidders that we have detailed exhibits that
are already in the record that show the specific
contracts and who the other bidders were, so |
don't know what the percentage of the top five
suppli ers in 1998 or 1999 has any rel evance to that
i ssue.

M5. BUELL: Well, nore than the percentage
invol ved, Staff is interested in the nanes of the
various suppliers for those years.

JUDGE SHOWMIS: So if | understand, Staff may
intheir briefs reference who suppliers were in
1998 and 1999 versus 20007?

V5. BUELL: That's correct.

JUDGE SHOMIS: And it's not going to get into
t he percentages?

M5. BUELL: Correct.

MR MACBRIDE: M objection didn't go to the
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confidential nature of the information. It went to
the rel evance of any of this information and
certainly the rel evance of the 1998 and 1999
information to any of the issues that have been
raised in this case by Staff in their prefiled
testi nmony.

M5. BUELL: Well, we've discussed sel ecting
firmsupply reservation contracts on the basis of
| owest reservation fees only throughout our
testinmony. It's not a new issue.

MR. MACBRIDE: Well, but there's nothing on
this exhibit that provides any information rel evant
to that issue.

M5. BUELL: We believe the nanes of the
conpani es do provide rel evant information.

MR. MACBRI DE: There's been no Staff testinony
about any purchasing in 1998 or '99 or any
conparisons of '98 and '99 to prior years -- or
excuse me -- 2000 to prior years. So this, in
fact, appears to ne to be an effort to raise some
new i ssue here that the Staff hasn't put in their

testinmony and the Conpany hasn't had any
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opportunity to respond to.

JUDGE SHOMI S: | have to agree with
M. MacBride. | think it's already established in
the record that Dynegy Marketing and Trade is one
of the five natural gas suppliers that supplied the
Conpany with the nost natural gas supplies in 2000
and that that entity was not one of the five such
suppliers in 1998 and 1999, and it's also in the
record that the suppliers in 1998 and 1999 were --
those five were the sane conpanies, so | really
don't see the relevance or the need to get this
exhibit into evidence.

MS. BUELL: As long as that information is in
the record.

JUDGE SHOWMI S: It's already in the record, so

Proprietary I1CC Staff Cross Exhibit 6 is not

admitted.
MB. BUELL:
Q M. Starbody, we're now going to show

you what has been marked as I CC Staff Cross Exhibit
7.

(Whereupon I CC Staff Cross
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Exhibit 7 was marked for
identification.)

Can you tell us what this document is?

A Staff Data Request 2.186

And is the response prepared by you or
under your direction?

A Yes.

And is it correct that the Conpany was
asked in Staff Data Request ENG-2.186 to provide
the annual operation and mai nt enance expenses
associated with the Freeburg propane plant for the
period 1998 t hrough 2000?

A Correct.

Q And coul d you describe to me how t he
Conpany responded?

A W |isted the year '98, '99, and 2000,
listed the O&M listed the capital, and listed the
retirenment for each year

Q M. Starbody, could you pl ease explain
to me what the columm Retirenment nmeans?

A That is the cost associated with

retirement of some of the equi prent.
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Q Is this based on remaining book life,
book val ue?

A I don't know the answer to that.

V5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 7.

MR. MACBRIDE: No objection

JUDGE SHOMIS: That exhibit is admtted.

(Whereupon I CC Staff Cross
Exhibit 7 was received into
evi dence.)

Q M. Starbody, we're now going to show
you what has been marked as I CC Staff Cross Exhibit
8.

(Whereupon I CC Staff Cross
Exhibit 8 was marked for
identification.)

Do you recogni ze this docunent?

A Staff Data Request 2.8.

Q And was the response prepared by you or
under your direction?

A Yes.

And is it correct that the Company was
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asked in Staff Data Request ENG-2.8 about testing
the operation of its propane or LNG facilities?

A Correct.

Q And is it correct that Illinois Power
responded that it tested conponents such as punps
and heaters for proper operations of propane plant
facilities, but did not performa full -run test,
and that during 2000 IP had a glycol /water punp
rebuilt and replaced relief valves on the two
propane storage vessels? |Is that correct?

A That's correct.

M5. BUELL: Your Honor, | nove for admi ssion
into evidence ICC Staff Cross Exhibit 8.

MR. MACBRI DE: No objection.

JUDGE SHOWMIS: That exhibit is admtted.

(Whereupon ICC Staff Cross
Exhibit 8 was received into
evi dence.)

Q M. Starbody, we're now going to show
you what has been nmarked as I CC Staff Cross Exhibit
9.

(Whereupon I CC Staff Cross
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Exhibit 9 was marked for
identification.)

Do you recogni ze this docunent ?

A Staff Data Request 2.100.

Was t he response prepared by you or

under your direction?
A Yes.

And is it correct that the Company was
asked in Staff Data Request ENG-2.100 why certain
work was perforned on the propane plant given the
decision to retire the facility?

A Correct.

Q Coul d you sunmmarize for me how the
Conpany responded?

A This is the miniml anmount of work
necessary to maintain a safe and reliable facility.

Q And that includes the glycol/water punp
rebuild that was performed to ensure that
circulation was nai ntai ned to propane vaporizers so
that existing propane inventory could be produced
and utilized.

A Correct.
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Q And the relief valves were replaced to
meet NFPA 59 code requirenments of testing the
val ves every five years, and the two propane
storage vessel s had either propane vapor or propane

liquid in 2000 so the code requirements were still

applicable. |Is that correct?
A That's correct.
MS. BUELL: Your Honor, | npve for adm ssion

into evidence ICC Staff Staff Coss Exhibit 9.
MR. MACBRI DE: No objection.
JUDGE SHOWMIS: That exhibit is admtted.
(Whereupon I CC Staff Cross
Exhibit 9 was received into
evi dence.)

Q M. Starbody, we're now going to show
you what has been nmarked as I CC Staff Cross Exhibit
10.

(Whereupon I CC Staff Cross
Exhi bit 10 was narked for
identification.)

A Staff Data Request 2.183.

Q Is the Conpany's response prepared by
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you or under your direction?

A Yes.

Q And is it correct that the Company was
asked in Staff Data Request ENG-2.183 what other
upgrades, inprovenents, and overhauls IP had
conducted at its Freeburg facility during the
period 1995 through 20007

A Yes.

Q And is it correct that the Company
responded with a list for the years 1995 t hrough
20007?

A Correct.

V5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 10.

MR MACBRI DE: Just one nonent.

(Brief pause in the proceedings.)
No obj ecti on.
JUDGE SHOWMIS: That exhibit is admtted.
(Whereupon I CC Staff Cross
Exhibit 10 was received into
evi dence.)

Q M. Starbody, | now refer you to your
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surrebuttal testinony, IP Exhibit 3.6, page 6

lines 126 through 131, where you list several itens
for upgrade at the Freeburg facility. Now did you
or soneone under your direction conduct a study
indicating the need to repair or replace each of
these itens?

A W didn't do any individual studies on
i ndi vi dual pieces of equipnment. W just recognized
the concern for reliability and the capita
i mprovenents that woul d be needed for these
particul ar itemns.

Q In lines 128 through 131 you nentioned
that insulation of the 90,000 gallon transfer tank
Is this tank currently insul ated?

A The 900,000 -- or the 90,000 gallon tank
you're referring to.

Q Correct.

A Is currently not insulated, but if we do
any upgrades, it will be falling under new code
requirements which will require it to be insul ated.

Q Is the insulation required for |iquids

in the tank or vapor?
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A For the 90, 000 gal |l on tank?

Correct.

That is the tank that takes the propane
out of the truck. The truck goes into that tank
before it goes into the 800,000 gallon tank. The
800, 000 gallon tank is currently insulated. The
90,000 gallon tank is not, but if we do any capita
i nprovenments, we feel that it will require new
regul atory requirenents to insulate that sphere as
wel | .

Q Are there currently code requirements to
insulate the tank if it only contains vapor?
A Currently there are no requirenents to
insul ate that tank
Q M. Starbody, we're going to show you
what has been marked as I1CC Staff Cross Exhibit 11.
Thi s docunment is stanped highly confidential.
(Whereupon I CC Staff Cross
Exhibit 11 was narked for
identification.)
A That is Data Request 2.57.

Q Was t he Conpany's response prepared by
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- - whoops.

MR MACBRIDE: At this point this exhibit
woul d not need to continue to be maintained as
conf i denti al .

JUDGE SHOWMI S:  Ckay.

Q M. Starbody, was the response to Staff
Dat a Request ENG-2.57 prepared by you or under your
direction?

A Yes.

Q And is it correct that Staff Data
Request ENG-2.57 asked the Conpany to provide the
daily withdrawal and injection levels for each
storage service and/or facility noted for the
nont hs of Novenber and Decenber? And if injections
wer e made during those nonths, to please explain.
I's that correct?

A That's correct.

Q And is it correct that the Conpany
responded that all storage that IP | eases or owns
is used for daily balancing as well as serving
| oad?

A That's correct.
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Q Is it also correct that this response
notes that during the period Decenber 19th and 20th
gas was injected into the NGPL DSS service and the
ANR FSS service?

A You' re referring to Decenber, correct?

Q Yes, Decenber 19th and 20t h.

A Correct.

M5. BUELL: Your Honor, | nove for adm ssion
into evidence ICC Staff Cross Exhibit 11.

MR. MACBRI DE: No objection.

JUDGE SHOWMIS: That exhibit is admtted.

(Whereupon ICC Staff Cross
Exhibit 11 was received into
evi dence.)
The exhibit will not be considered a
proprietary exhibit but rather a public exhibit.

M5. BUELL: Staff has one last cross exhibit.

Q M. Starbody, we now show you what has
been marked as ICC Staff Cross Exhibit 12. It is
presently al so stanped proprietary.

A Staff Data Request 2.112.

MR. MACBRIDE: We'd request that this docunent
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continue to be proprietary.
(Wher eupon Proprietary I CC
Staff Cross Exhibit 12 was
marked f or identification.)

Q M. Starbody, was the response to Staff
Dat a Request ENG-2.112 prepared by you or under
your direction?

A Yes.

Q Is it correct that this data request
asked 1P to explain how I P uses the ANR FSS and
NGPL DSS st orage services given the conbination of
injection and withdrawal activity that occurred at
each during Decenber of 20007

A That's correct.

Q Now in the response is it correct that
P notes that due to its contractual arrangemnents
with a supplier, that it does not have any control
over how the ANR FSS service is operated?

A That is correct.

Q And is it also correct that I P notes
that the NGPL DSS contract al | ows no-notice

injections and withdrawal s and is used for daily
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bal ancing as well as firmdeliverability?

A That is correct.

M5. BUELL: Your Honor, Staff noves for
adm ssion into evidence Proprietary 1 CC Staff Cross
Exhi bit 12.

MR. MACBRIDE: No objection

JUDGE SHOMI S:  That exhibit is admtted.

(Wher eupon Proprietary ICC
Staff Cross Exhibit 12 was
recei ved into evidence.)

M5. BUELL: Staff has no further questions for
M. Starbody.

JUDGE SHOMI S: | just have a few questions.

EXAM NATI ON

BY JUDGE SHOWI S:

Q You expl ai ned in your testinmony why you
believe it's not necessary to conduct PVRR anal yses
with regard to the Freeburg propane pl ant
retirenment and the Gillespie storage field
retirement. Just so | can get an understandi ng of
your position, would you just briefly explain

situations under which you believe it would be
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appropriate to conduct a PVRR anal ysi s?

A I don't know of any.

Q Not with regard to these two plants, but
what types of decisions would a PVRR anal ysis be

appropri at e?

A I don't know of any.

Q Never ?

A Vell, I mean --

Q So that there shoul d never be any PVRR
analysis with regard to any decisions that Illinois

Power woul d be naki ng.

A If you're tal king about present val ue
for future revenue requirement --

Q Ri ght.

A -- issues, | can't think of any offhand
that we woul d use.

Q And | take it it's your position that if
the Conmi ssion believes a PVRR anal ysis woul d be an
appropriate analysis to conduct with regard to
either the Freeburg propane plant retirement or the
Gllespie storage field retirement, that a 15-year

PVRR anal ysis shoul d be given nore weight than a
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30-year PVRR anal ysi s?

A If you're referring to the two assets
that we're tal ki ng about.

Q Yes.

A The justification for those two assets
was based solely on safety and reliability.

Q No, no, that wasn't the question. The
guestion is if the Comm ssion determ ned that sone
wei ght should be given to a PVRR analysis with
regard to those two retirenents, you presented some
information with regard to the 15-year period and a
30-year period. Regardless of what IP s position
is, my question pertained to if the Comm ssion was
to give sonme weight to those anal yses, which do you
bel i eve shoul d be given nore weight, a 15-year
analysis or a 30-year anal ysis?

A I would just be specul ating.

Q Ckay. Because | believe M. Lounsberry
testified that he thought nore weight should be
given to the 30-year analysis. You have no
position as to whether nore weight should be given

to the 30-year versus 15-year, assumng the
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Conmi ssion were to give any weight to a PVRR
anal ysi s?

A I think, you know, you'd have to do an
analysis on that, but the assets here don't require
that in nmy opinion, so you' re going to have to | ook
at the specific assets that you' re dealing with
with regard to that kind of an analysis. You can't
just make a broad brush assunmption that 15 or 30 is
better.

Q Just so I'mclear, turn to page 18 of
your rebuttal testinony, and I'mnot going to read
the clear statenent that you reference on |ines 400
through 403, but just so | understand this
testinmony there, are you asking that such a
statement by the Conm ssion appear in its order in
this proceedi ng?

A If we were to do the PVRR anal ysi s,

these are the factors that we would put in there.

Q Vel |, maybe you have the w ong
ref erence.
A Ch, I'msorry.

MR. MACBRI DE: You're being asked about the
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rebuttal testinmony, Exhibit 3.2.
Q I"mtal ki ng about the rebutta
testinmony. | guess it's IP Exhibit 3.2, page 18,

i nes 400 through 403.

(Pause in the proceedings.)

And ny question pertained to whether

you're indicating that you would want to see such a

statenent in the Comm ssion's order in this

pr oceedi ng.
A Yes.
JUDGE SHOWI S:

guestions | had.

Ckay. That's all the

MR. MACBRI DE: Could we have just a couple

m nut es?

JUDCGE SHOWTI S:

JUDCGE SHOWTI S:

Ckay.
(Wher eupon a short
was taken.)

Back on the record.

recess

MR. MACBRI DE: W have some questions on

redir ect.

JUDCGE SHOWTI S:

Ckay.
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REDI RECT EXAM NATI ON

BY MR MACBRI DE:

Q M. Starbody, you were asked about the
trend of devel opnent of the area around the
Freeburg propane plant, and | think in your answer
you said essentially that you' ve seen the
popul ati on of the Smthton and Freeburg conmunities
grow since 1970. Do you recall that?

A Yes.

Q In maki ng your analysis of whether to
retire or continue to operate the Freeburg propane
plant, did you al so give consideration to the trend
of devel oprment of the area into the future?

A Yes, we did.

Q Al right. And what was your
expect ati on?

A We woul d expect continuing trend toward
the facility itself.

Q So a trend of --

A Gowh.

Q Thank you

If you'd refer to page 11 of |IP Exhibit
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3.6, on lines 237 to 240 you stat e that there are
some 27 houses along the road that runs fromthe

plant site to the subdivision that M. Lounsberry
references. Do you see that?

A Yes.

Q And coul d you indicate on Staff Cross
Exhibit 1, which is the aerial photograph, exactly
where that road is?

A That woul d be the road runni ng west from
the plant in the lower half of the exhibit.

Q Al right. Now you indicated that the
aeri al photograph was taken in | think May or April
of 1997. Is that correct?

A Yeah, April 3, 1997.

Q Al right. And are the houses you
referred to all shown on this aerial photograph?

A No.

Q So would it be fair to say that a nunber
of these houses have been built since this
phot ograph was taken in 1997?

A Yes.

Q Coul d you refer to Staff
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Cross-Exam nation Exhibit Nunber 4, please? Do you

still have that with you?
A Yeah, | do.
Q Al right. And this cross exhibit was a

response to the Conpany's response to Data Request

ENG- 2. 190 which listed the conmponents of the

Shanghai aquifer storage field. 1Is that correct?
A That's correct.
Q And in the mddle of that list it says

nunber of conpressors one (does not include the
south compressor). Wiat is the south conpressor
referring to?

A The south conpressor is another
conpressor associated with the Shanghai storage
facility that's located off the site itself.

Q Ckay. And is the south conpressor what
is sonetimes referred to as the South Shangha
conpr essor ?

A That's correct.

Q And that's so referenced in your
testi nmony?

A Yes.
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Q Al right. And was it the South
Shanghai conpressor that was repaired in 1995?

A That's correct.

Q And that is the conpressor that you
used, the cost for, to estinmate the cost of

upgradi ng the conpressor at the Gllespie field.

Correct?
A That's correct.
Q So would it be fair to say that none of

the equi pnent or conponents that are listed on
Staff Cross Exhibit 4 was used as a basis for
estimating the cost of the upgrades at the
Gllespie field?

A That's correct.

Q You were asked a question or you
testified in response to a question that you didn't
think there were any circunstances in which it
woul d be appropriate today to purchase gas based on
anyt hing other than the | owest reservation cost,
and i n expl ai ning your answer you said that the
mar ket today is not as basis sensitive as it used

to be. Can you explain what you nean by not as
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basis sensitive as it used to be?

A It is not as easy to predict one
| ocation you're going to be buying your gas from

Q And why is that?

A The basis really refers to the
transportation of that commodity as beconing as
commodi tized as the commodity itself.

Q Vell, in the past was it possible or
were you nore able to predict what gas conming from
different |ocations wuld cost?

A It was much nore predictable, yes.

Q And so your testinmony is that in the
current market it's not possible to make th ose
predi ctions?

A Correct.

Q Now woul d you | ook at Staff Cross
Exhi bit Nunmber 9, please? And this exhibit
descri bes some work that was done on the Freeburg
propane plant in the year 2000. Correct?

A Correct.

Q Was the work described on this exhibit

all the work that woul d have been needed in order
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to be able to continue to operate the Freeburg
pl ant safely and reliably into the future?

A No. This was equi prent that was needed
just to maintain the integrity and safety of the
field as we know it today.

Q Wl |, given that you were going to
retire the field -- or excuse nme -- retire the
propane plant, why did you do any work in the year
2000?

A W did mninmal anount of work, again, to
mai ntain the safety of the area

Q Ckay. And you have a reference in the
| ast sentence of this data request answer to code
requirements. \What is a code requirenent?

A Currently a lot of the equipnent there
is 1970, '71, and is grandfathered in a sense. |If
we go in and upgrade a significant portion of that
facility, then we will put a lot of that equi pnent
into a node of having to bring it up to code.

Q Ckay. So in your testinony today at one
poi nt you were asked about a statement in your

testinmony that in the future if the Freeburg pl ant
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continued to be operated, it would be necessary to
i nsul ate the 90,000 gallon transfer tank. Do you
recall that?

A Yes.

Q And | think you stated that currently
there are no requirements to insulate the tank.

A Under the current code. If we are to
upgrade the facility, then it would fall under sone
new code requirements, and currently it's basically
gr andf at her ed t oday.

Q Al right. So are you saying that if
you were to do major upgrades to the f acility, that
a new set of code requirenments woul d becone

applicable that aren't applicable today?

A Correct.

Q Is that an unusual situation?

A No, it's quite comon.

Q Wul d you ook at Staff Data Request

Nunber 10, please? Now this exhibit was a response
to a data request in which the Conpany identified
wor k that had been done on the Freeburg propane

plant in the years 1995 to 2000. |Is that correct?
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A That's correct.

Q Does the fact that the work listed on
this exhibit had been done over this six-year
period indicate to you that if Illinois Power had
continued to operate the Freeburg propane plant
into the future, that there would not have been a
need for additional capital expenditures?

A No. This is, again, to maintain the
safety of the systemitself.

Q In response to a question from Judge
Showtis you said that the decision to retire these
two assets, and | assune you meant the Freeburg
propane plant and the Gllespie storage field

A Correct.

Q Was based solely on safety and
reliability. Do you recall that?

A Yes.

Q Does that mean you gave no consideration
to the cost of capital inprovenents at those
facilities?

A No. The cost of capital is the cost to

do the safety and reliability upgrades.
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Q If you were required to do and take into
account the results of a PVRR analysis in making a
deci sion such as whether to retire the Freeburg
pl ant, and you had a choice between a 15-year and a
30-year anal ysis, which one of those would give you
nore confidence in the accuracy of its assunptions

and therefore of its results?

A Vel |, given the choice, | would pick the
15-year.
Q Now you testified in response to one of

M. Showtis' questions that you couldn' t think of
any exanple of a situation in which a PVRR anal ysis
woul d need to be done. CQutside the scope of your
responsibilities at Illinois Power, are there other
deci sions that the Conpany m ght need to nmake for
which a formal, quantitative econom c anal ysis
m ght be appropriate?

A Yes.

MR MACBRIDE: That's all the redirect we
have.

M5. BUELL: Your Honor, Staff has a few

recross questions to ask of M. Starbody.
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RECROSS EXAM NATI ON

BY MS. BUELL:

Q M. Starbody, you indicated that PVR
anal yses m ght be appropriate within the Conpany in
areas that were outside your particular areas of
responsibility. Wuld you please tell ne what
specifically your areas of responsibility are in
t he Conpany?

A Currently or during the termof the
reconciliation?

Q I"'mnot certain of the context in which
you answered the question about the use of the PVR
anal yses, so whi chever you based that answer on
whet her it was during the reconciliation period or
during your present position, or perhaps you should
expl ai n bot h.

A The PVR response was based on the assets
that we tal ked about at Freeburg and G llespie. MW
response was | couldn't think of anything that we
woul d use that for, and one itemthat we probably
woul d use that for would be such as rate design or

sonet hi ng of that nature.
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Q But not in the expansion or repair of
storage fields or propane facilities.

A W haven't used it -- we haven't had any
expansi on so we haven't used it for any of that.

Q O retirenent of either one.

A CQur decision on the two assets that were
retired were based on the safety and reliability of
those facilities and the costs associated with
t hat .

Q You nentioned in your redirect certain
things having to be done at the Freeburg facility
in order for new code requirenents to apply. Could
you pl ease explain what the things woul d be that
needed to be done at Freeburg and al so what new
code requirenments woul d apply?

A The things that we did were not due to
new codes. They were done to maintain the
integrity of the facility itself. The concern is
that if we do a major upgrade there, that they wll
fall under new codes at that tine and will increase
our capital expenditures.

Q Do you know for a fact that any upgrades
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will fall under a new code or is that just your
assunption?

A | believe that the NFPA 59 that we're
under today is | think 1992, and I think that's
upgraded every ten years, so we would probably fall
under that NFPA

Q Wuld that be for the existing facility
or for the upgrades?

A That would be -- in ny opinion, that
woul d be probably for everything that we touch
there.

M5. BUELL: Staff has no further questions.

MR, MACBRI DE: Not hing further.

JUDGE SHOMI S:  You can step down,

M. Starbody.
(Wtness excused.)

MR MACBRIDE: W have affidavits for the
other two Illinois -- or two other Illinois Power
wi t nesses, Ms. G ohne and Ms. MKi nney.

JUDGE SHOWMI S:  Ckay.

MR MACBRIDE: If | could take those up at

this tine.
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JUDGE SHOWI S: Go ahead.

VMR MACBRIDE: And we'll submit an affidavit
for Ms. Grohne with respect to IP Exhibits 2.1
through 2.6, and |I've had this affidavit marked by
the Reporter as IP Exhibit 2.7.

JUDGE SHOWMI S:  Ckay.

MR. MACBRIDE: And since |I'm al ways confused
by the Chief Cerk as to what she will and will not
accept in ternms of notarized affidavits, we're
going to submt these to the Reporter

JUDGE SHOMI S:  That's fine.

MR MACBRIDE: And then | also have an
affidavit from Barbara A. MKi nney which I've had
the Reporter mark as IP Exhibit 1.4 attesting to IP
Exhibits 1.1, 1.2, and 1.3, and IP Exhibit 1.3 is
the Conpany's notices of publication. The
originally filed exhibit just listed the
newspapers. The exhibit I'msubmtting to the
Reporter contains all the actual notices of
publication that were received back fromthe
vari ous newspapers.

So the affidavit is marked as | P Exhibit



10

11

12

13

14

15

16

17

18

19

20

21

22

135

1.4 and a conplete copy, of Revised IP Exhibit 1.3,
i ncluding those certificates, is attached to it,
and | am handing that to the Reporter, and we offer
| P Exhibits 2.1 through 2.7 and 1.1, 1.2, Revised
1.3, and 1.4 into evidence.

JUDGE SHOMIS: Just so I'mclear, is the
Reporter just going to mark as exhibits I P Exhibits
1.4, Revised 1.3, and 2.7?

MR MACBRI DE: Correct.

JUDGE SHOMI S: And the remaining exhibits are
al ready on e- Docket.

MR MACBRIDE: That is correct.

JUDGE SHOWMI S:  Ckay.

Those exhibits are admtted into
evi dence.
(Whereupon I P Exhibits 2.1
through 2,7, 1.1, 1.2,
Revised 1.3, and 1.4 were
recei ved into evidence.)

JUDGE SHOWMI S: Ckay. Is there anything else

that needs to be discussed today?

| believe there's one renai ni ng wtness,
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and then we'll take up the briefing schedule at the
cl ose of the evidentiary hearing on Tuesday.
MR. MACBRI DE: Thank you.
JUDGE SHOMI S: The hearing in this matter is
conti nued to Tuesday, August 7th, at 1:30 P.M
(Wher eupon the case was
conti nued to August 7, 2001,
at 1:30 P.M in Springfield,

[1linois.)
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